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overall financial health of the institu-
tion; and

(3) An analysis of the risk in the pro-
gram, including:

(i) An evaluation of the operational
costs and risks involved in offering the
program, such as management and per-
sonnel requirements, training require-
ments, and capital outlays;

(ii) An evaluation of the financial li-
ability that may be incurred as a result
of offering the program and any insur-
ance or other measures that are nec-
essary to minimize these risks; and

(iii) An evaluation of the conflicts of
interest, whether real or perceived,
that may arise as a result of offering
the program and any steps that are
necessary to eliminate or appro-
priately manage these conflicts.

§ 618.8025 Feasibility reviews.

(a) Prior to an association offering a
related service program for the first
time or offering a service that it did
not offer during the most recently
completed business cycle (generally 1
year), the board of directors of the
funding bank must verify that the as-
sociation has performed a feasibility
analysis pursuant to § 618.8020. The
bank review is limited to a determina-
tion that the feasibility analysis is
complete and that the analysis estab-
lishes that it is feasible for the associa-
tion to provide the program. Any con-
clusion by the bank that the feasibility
analysis is incomplete or fails to dem-
onstrate program feasibility must be
fully supported and communicated to
the association in writing within 60
days of its submission to the bank.

(b) Prior to a service corporation of-
fering a service for the first time or of-
fering a service that it did not offer
during the most recently completed
business cycle (generally 1 year), the
owners of the service corporation must
verify that the service corporation has
performed a feasibility analysis pursu-
ant to § 618.8020. If the owners all agree,
one bank with a significant ownership
interest can be delegated this responsi-
bility.

[60 FR 34099, June 30, 1995; 60 FR 42029, Aug.
15, 1995]

§ 618.8030 Out-of-territory related
services.

(a) System banks and associations
may offer related services outside their
chartered territories subject to the fol-
lowing conditions:

(1) The System bank or association
obtains consent from all chartered in-
stitutions currently offering the same
type of service in the territory in
which the service is to be provided; or

(2) If no System bank or association
is currently offering the same type of
service in the territory, then the out-
of-territory institution must obtain
the consent of at least one direct lend-
er institution chartered in the terri-
tory in which the related service is to
be provided.

(3) The consent obtained pursuant to
paragraphs (a)(1) and (a)(2) of this sec-
tion shall be in the form of a written
agreement with specific terms and con-
ditions including timeframes.

(b) System banks and associations
providing out-of-territory services
must fulfill all requirements of sub-
parts A and B of this part 618.

(c) An institution that consents to
another bank or association providing
a related service in its chartered terri-
tory must meet the requirements of
this section, but need not comply with
the other requirements of subparts A
and B of this part 618, unless the pro-
gram consented to imposes a financial
obligation on the consenting institu-
tion. If a financial obligation exists,
then the consenting institution must
comply with §§ 618.8015, 618.8020 and
618.8025.

(d) Service corporations must follow
the requirements of this section in of-
fering related services out-of-territory.
A service corporation cannot consent
to an out-of-territory institution pro-
viding services in its chartered terri-
tory.

Subpart B—Member Insurance

§ 618.8040 Authorized insurance serv-
ices.

(a) Farm Credit System banks (ex-
cluding banks for cooperatives) (here-
inafter banks) and associations may
sell to their members and borrowers,
on an optional basis, credit or term life
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